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Executive Summary

Assistance Environment and Rationale

The countries of the Caribbean, our “Third Border,” are of gpecid interest to the United
States. The mgor focus of this drategy is the Englishgpeaking members of CARICOM.
Within that group, some elements of the drategy will focus on states where USAID does not
have bilatera programs, especidly the six smal states of the OECS,

USAID’s current program represents a resumption of regional assdance after a hiatus from
1996 to 1999. The exiding drategy includes four drategic objectives in the areas of
economic competitiveness, environmenta management, improved legd sysems and response
to the HIV/AIDS crisis.

Development Environment

Mog of the countries of the region have deep-rooted democratic ingtitutions and score among
the upper haf of dl countries in dl or most messures of governance. Nevertheless governance
remains a chalenge, especidly in the areas of accountability and rule of law.

The region as a whole has performed reasonably well economically, dthough with incressing
gaps among countries and recent deterioration.  Services, especidly tourism, have been the
main source of growth. Agriculture has been on the decline. In Jamaica ad in the amdl
easern Caribbean dates, fiscd deficits have become unsustainable and pose a risk to the
Sahility of the region.

The Caribbean idands give insufficient attention to land use planning and other measures to
protect their naturd assets. As a result, environmentd qudity is deteriorating and naturd
disasters continue to set back development efforts.

There are sgnificant variations in poverty levels, from a low of 139 percent in Barbados to
over 50 percent in Haiti. Socid indicators for most of the Caribbean are generdly good. One
area of serious concern is HIV/AIDS; the regiona adult prevalence rate of 2.4 percent in 2002
is surpassed only by sub-Saharan Africa Ancther area of socid concern throughout much of
the region is youth-at-risk, evidenced in high teen fertility rates and poor school performance
and high dropout rates for young men.

Strategic Challenges
Magor development chalenges in the region are identified under three categories.

Vulnerability is an issue in dmog dl development aress. Smadl sze and open economies
make the countries of the Caribbean highly vulnerable to externa market conditions. They are
particularly challenged now by trade liberdization and the need compete in open markets.
They depend economicdly on fragile naturd resources while geography exposes them to
naturd hazards, induding increased threats from cdimate change. Among the region's socid
vulnerabilitiesis the serious HIV/AIDS epidemic.

Governance is a second area of chalenge. Despite smdl sze, mogt of the idands lack strong
community leve governing inditutions. Governments are unable to adequady update laws
and regulation or to implement them. Accountability and control of corruption are aso wesk,
and crime is a serious and growing problem throughout the region.
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Human Resources. While generdly good educationd systems are reflected in generdly high
literacy rates, the educationd system fdls short in ddivering the skills the region needs to be
globdly competitive. The dready smdl human resource pool is further diminished by high
rates of emigration of people with education and skills.

Assistance Strategy Summary

The USAID Caibbean Regiond Strategy for FY 2005-2009 is a sustainable development
srategy that focuses limited resources on the two most urgent chalenges facing the region —
the chdlenge to compete in open makets and the chdlenge to control HIV/AIDS, A
descriptive god datement is. Caribbean region is globally competitive in trade and in
quality of life. In order to thrive over the long run, the region must not only compete
economicdly in globd markets, but dso retain and atract the human tdent that will endble it
to remain competitive.

The new drategy will include just two drategic objectives.  The first drategic objective,
Region positioned © succeed in an open trade environment, includes activities amed a
helping the region meet requirements to participate in open trade regimes, reduce busness
condrants and leverage maket opportunities, as well as drengthen the legd and
environmental frameworks related to open trade. The possible need for a special objective to
address weskness in the financia sector is noted.

For the second objective, focus on combating HIV/AIDS, dso with implications for the
region’s economic compstitiveness, two options are presented. The preferred Option 2 is
HIV transmission reduced in target countries in most-at-risk populations and impact of
HIV/AIDS mitigated in the region. If funding condraints dictate a less ambitious program,
the Option 1 SO statement is Enhanced Regional response to the Caribbean HIV/AIDS
epidemic.

The projected five-year base program cost to USAID to achieve the strategic objectives is $81
million If additiond resources are avalable for Option 2 USAID could move from capacity
building to combat HIV/AIDS to more activities that postively impact prevdence rates. The
drategy ams to achieve subgtantid results with limited USAID resources through synergies
among the adtivities bundling activities under umbrella mechanisms and usng the Annud
Program Statement mechanism to leverage ideas and resources from nongovernmental and
private sector sources.
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. Overview
A. Assistance Environment and Rationale
1. U.S. Foreign Policy Interests

Development, diplomacy and defense are the three interdependent components of the U.S.
Nationd Security Strategy. The new Strategic Plan prepared jointly by the Department of
State and USAID recognizes that a more hedlthy, educated, democratic, and prosperous world
will aso be more stable and secure.

The 1997 Barbados Summit accords committed the United States and signatory Caribbean
nations promote free trade and economic development, safeguard the natural environment,
and enhance judtice and security. In April 2001, a the third Summit of the Americas in
Quebec, Presdent Bush outlined his vison for making this the Century of the Americas, with
gpecia atention to the Caribbean, our often-overlooked “third border.” The smdl countries
of the regon are important partners on trade, hedth and education issues and regiond
democracy, where drug trafficking, migrant smuggling and financid crime thresten mutud
security interests. The "Third Border Initiative’ was launched to deepen cooperation between
the United States and the Caribbean nations.

2. U.S. and Other Donor Programs in the Caribbean

At its broadest definition, the Caribbean region covers a reéatively heterogeneous mix of
nations within and bordering the Caribbean Sea and includes such countries as Cuba, Haiti,
and the Dominican Republic. The later two countries are included in some of the anayses
used in developing this drategy, but the mgor focus of the regiond program is and will
continue to be on a somewha more homogeneous group, the English-spesking members of
CARICOM (see Annex K for a list of member gtates).  Within that group, some eements of
the drategy will focus more narrowly on dates where USAID does not have bilaterd
programs, especialy the smal sates of the OECS (see Annex Jfor alist of member dates).

USAID’s Caribbean Regiond Program (CRP) represents a resumption of assstance following
the 1997 Summit in Barbados. USAID had a substantid Caribbean regiond program from
1973 through 1996. Although some support for program activities continued in the interim,
the closure of the regiond office in 1996 resulted in sgnificant discontinuity of engagement.
The current strategy for FY 2000 through FY 2004 includes four dtrategic objectives in the
areas of economic competitiveness, environmentd management, improved legd systems and
response to the HIV/AIDS crisis.

In addition, USAID’s Office of Foreign Disaster Assgance (OFDA) is a dgnificant U.S.
presence in a region that is egpecidly vulnersble to naturd disasters. Besides disaster
respponse assstance, OFDA has supported efforts to develop comprehensive disaster
management cgpacity and mitigation measures.  Under the Third Border Initiative, USAID
has initiated a regiond program to improve basic education — the Center for Excellence in
Teacher Traning — and the HIV/AIDS program. USAID dso has hilaterd missons and
programsin the Dominican Republic, Guyana, Haiti and Jamaica.

Canada has subgantid regiond and bilateral programs in the Caribbean.  Canadian
International  Development Agency (CIDA) regionwide programs include economic
competitiveness, trade policy, financid sector reform, inditutiond drengthening, disaster
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management, gender equity and HIV/AIDS. For the eastern Caribbean sub-region, current
CIDA projects include economic management, trade policy, smdl enterprise development,
environmental capacity, education reform, and judicid and legd reform. CIDA dso has
regiond funds that support locd initiaives and has bilaterd programs in Jamaica, Haiti and
Guyana For its new five-year (2002-2007), $23 million program drategy, CIDA identifies
three purposes. 1) greater capacity to withstand shocks, 2) sustainable and equitable economic
growth, and 3) enhanced socid development. CIDA is shifting focus to fewer sectors and
from multiple projectsto afew larger programs.

The key objective of the British Depatment for Internationd Development (DFID) in the
Caribbean is to hep the region reduce poverty and meet the chdlenges of gobdization.
Besides economic integration and trade, DFID assigtance includes HIV/AIDS, public sector
reform, education, environment and jusicee DFID has bilaterd programs in Guyana and
Jamaica and a sub-regiond program in the Windward Idands (Dominica, Grenada, St. Lucia
and S. Vincent and the Grenadines). For its three-year dtrategy period ending 2007, DFID
indicated totd direct funding for the Caribbean of $82 million, incuding $47 million for
bilateral programs in Guyana and Jamaica The UK d&so contributes to the Caribbean
Development Bank (CDB) ($46 million to the Specid Development Fund, 2002-6) and to
European Union programs in the region.

The European Union provides dggnificant resources for agriculturd  adjusment and
development through its STABEX fund. Private sector development is the second main area
of EU development assstance. Japan, France, China and Kuwait, among others, also provide
bilaterd economic assstance to the region.

United Nations agencies are asssing the region in hedth and combating HIV/AIDS,
conditutiona reform, and disaster management. The CDB and the World Bank are the main
internationd financia inditutions engaged in the region. The CDB finances roads, transport,
education, and dissser management. The CDB is implementing the Disaster Mitigation
faclity for the Caribbean with funding from OFDA. The Specid Deveopment Fund of the
CDB provides concessionary loans and grants targeted to poverty reduction and the CDB has
recently taken leadership of the man forum for donor coordingtion in the region. World
Bank programs include financing for education, environment, disaster/risk management and
telecommunications reform.  The Inter-American Development Bank has programs in a few
of the larger countries, but reaches the smdler ones through the CDB.

3. Development Environment in the Caribbean Region

a) Political Context

Most of the countries in the region have deeply-rooted democratic inditutions with fredy
contested dections and uninhibited expresson of
Corruption Perceptions|ndex 2002 views. Freedom House gives a rating of “freg”

Rank ®  Score” with good scores for both politica rights and civil

Trinidad & Tobago 33 4.9 liberties, to al of the Caribbean countries except
Jamaica 4 40 Cuba and Hati. On the broader governance
Dominicen Republic 59 3.5 ratings developed by the World Bank (Kaufmann
Halt 89 22 et a. 2003) most Caribbean countries rank above

40f 102 countries rated.
b O=highly corrupt; 10=highly clean.
Source: Transparency International

50 percentile on al or most measures.
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Nevertheess, even in the strongly democratic countries there are problems. In severd, deep
patisan divisons mar the politicd process, and the process is often vulnerable to undue
influence, for example, from internationd crimind dements.  Political gability is an area in
which severa Caribbean countries have low ratings in the World Bank assessment.
Trangparency International provides rankings in its Corruption Perceptions Index 2002 for
only four larger Caribbean countries. Trinidad & Tobago fares best at 4.9 on a scade of 010
(0 = highly corrupt); Jamaica scores 4.0. The World Bank ratings on control of corruption put
Jamaica, the Dominican Republic, Guyana and Haiti below the 50" percentile, with the rest of
the region scoring higher. Annex D is an assessment of key governance issues, with specid
focus on accountability and corruption.

Regional Integration: CARICOM, the most prominent Caribbean regiond organization,
operates by consensus of the Heads of Government of the member countries and is often
cumbersome in action.  Current emphass remains on the dusve god of esablishing a sngle
market and economy, with no near term prospect of politicad union. While many regiond
organizations have been esablished within CARICOM, few receve adequate funding from
member governments and most depend heavily on externa support.

The smdl but reativdy evenly maiched members of the Organization of Eagtern Caribbean
States (OECS) have made most progress toward integration. They have established a
successful monetary union, an Eastern Caribbean Supreme Court and severd joint diplomatic
missons. Recently, with USAID support, tey collaborated in common reforms in the area of
tedlecommunications and edablished an Eastern Caribbean Telecommunications Regulatory
Authority.

Even as regiona integration offers a way of overcoming some of the disadvantage of smdl
gze, sendtivity over nationd sovereignty coupled with a pervasve sense of vulnerability
among the smdler dtates continues to be an obdtacle to integration. Accustomed to trade
preferences, the countries seem focused on “gpecid and differentid” treatment instead of the
difficult steps they might take to improve their competitive postion.

: b) Economic Status
Long Term Per Capita Income Growth
In 1995 US$ (GDP-decadal averages) The Caribbean as a whole has performed
Country 1970s 1980s 1990s | \well over the last three decades in both

g:r“é:dos éggg éggé %ég regiond  differences reman and the gap
Dominica 1659 2198 3106 | Peween the highest and lowest per capita
Dominican Republic 1130 1378 1608 | IMCOMes in the region has increased
Grenada 1613 2129 3046 Contributing to the Caribbean’s per capita
Guyana 813 667 73 growth peformance is its rdativey low
Haiti 517 535 397 population growth rate, which has been
Jamaica 1801 1543 1730 stable at between 0.3 and 0.4 percent.

S Kitts and Nevis 2176 3165 5679

S Luda 2201 3835 The difference in performance across the

Trinidad and Tobago 3380 4504 4380 region remains a cause for concern. At the
St Vincent/Grenadines 1248 1654 2412 | low end of the income range, Haiti and

Regional Medians Jamaica dso suffered the lowest growth
Caribbean 1636 2129 3046 rates. On the high end, Barbados and the
Pacific Idands 1490 1643 1651 Bahamas dso had rdaively low growth

Source: World Bank — CGCED Report raes in the 1990s. The best growth
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performers in the 1990s were the Dominican Republic, Guyana (recovering from steep
declines earlier), St. Kitts & Nevis, and St. Lucia.

The smal countries of the eastern Caribbean aso saw good performance in the 1990s, but this
reversed after 2000. GDP fdl by 1.3% in 2001, and a further 0.2% in 2002, a combined
decline unprecedented since 1976. This fal reflects the region’s vulnerability to externd
forces and the confluence of a number of events — September 11 and its impact on tourism;
steep declines in the export of traditional products, notably bananas and sugar; naturd
disassters, particularly two tropical storms; and the globa economic downturn.

Sources of Growth: The main source of growth in the Caribbean has, in most cases, been the
sarvices sector, with wholesde and retail trade (including hotels and restaurants) the most
dominant component.  Services contribute more than 50 percent of GDP in dl countries
except Guyana and Hati.  Agriculture, meanwhile, has been in decline and exceeds 25
percent of GDP only in Guyana and Haiti. Overdl, the contribution to growth of the services
sector has risen from 35 percent in the 1970s to nearly 70 percent in the 1990s.

The Macroeconomic Environment and the External Sector: The Caribbean has been
raively successful in achieving inflation dsability.  All countries except Haiti, Jamaica,
Suriname and the Dominican Republic have low to moderate sngle-digit inflation. However,
high debt-to- GDP ratios and high fisca deficits raise questions of long-run sustaingbility.

Jamaica, one of the region’'s larger economies, has a debt burden of 150% of GDP and in
2002 and 2003 revenues missed budget targets by a wide margin. In the spring of 2003,
pressure on the currency left the Jamaican dollar devdued by 17% and net internationa
reserves down by a third. The country’s internationd credit rating has been downgraded, and
recent atempts to access the usud international debt market sources failed. Jamaica enters
2004 facing the prospect of agrowing fisca criss and the need to undertake a mix of difficult
and painful stepsto restore sability and begin to achieve real sustained growth.

In the amdl eastern Caribbean Sates, fisca deficits have dso become unsustainable and pose
a risk to the dability of the region. The fiscd podtion has deteriorated sharply in recent
years, reulting in negatlive invesment in public inditutiond and phydcd infrestructure,
marked increases in public debt, and debt service arrears (e.g., Dominica, Antigua and
Barbuda). The combined centrd government deficit widened from 5.5% of GDP in 2000 to
about 7.0% of GDP in 2002, well above levels that make the IMF, and internationa creditors

and credit raling agencies very nervous. Foreign Direct | nvestment, 2001
Annex E is a more comprehensve andyss of Country Net Inflows 5% of
the Mid-teem Economic Outlook for the US$ millions GDP
subregjon. Antigua and Barbuda . .
_ ] o Barbados 175 .6

For the Caribbean in generd, a decline in the | gdize 34.2 4.2
current account deficit in the 1990s compared | Dominica 11.9 4.5
with the 1980s reflected improvement in the | Dominican Republic 1200.0 5.7
svings-invesment baance and in the ability | Grenada 34.3 8.6
to finance imports through exports. Barbados, | Guyana 56.1 8.0
Suriname and Trinidad & Tobago achieved a |Jamaica _ 613.9 7.9
current account surplus in the 1990s, while | St- Kittsand Nevis 829 242
Guyana and the ECCB member countries |t Luca . 50.9 .7
(with the exception of Antigua and Barbudg) | YIncent Grenadines 357 101

hed two-digjt current account deficits Trinided and Tobago 8A9 95
reac 9 Source: World Bank Data Profile Tables
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The Caribbean is a sgnificant recipient of foreign direct invesment (FDI), which, dong with
officid and private trandfers, has hdped finance the current account deficit. The man
recipients of foreign direct investment (as a percentage of GDP), are the Dominican Republic,
Grenada, Guyana, Jamaica, St. Kitts & Nevis, St. Lucia, Trinidad & Tobago, and St. Vincent
& the Grenadines. With the exception of Guyana, which experienced sharp improvement in
growth in the 1990s, dong with an upsurge in FDI, most of the lower income countries are
not significant recipients,

Natural Assets. The Caibbean idands are highly vulnerable to environmenta degradation
and naturd hazards.  Throughout the region, and especidly in the smdl eastern Caribbean
idands, insufficient attention has been given to land-use and building planning, policies and
practices that would reduce risks and limit the negative impact of human activity on naturd
asxts. Environmental qudlity is deteriorating throughout the region and natud disasters
continue to set back development efforts.

Poverty: There are dgnificant variations in the region with respect to the percentage of the
population below the nationd poverty line. Haiti has the highest poverty rate a 53 percent,
which is consgtent with the below average socid indicators of its citizens. Barbados has the
lowest rate of poverty a 139 percent. GINI index data, a measure of relative inequdity
avalable for a smal sample of Caribbean countries, shows a relatively narrow range of
difference, from 36.4 for Jamaicato 47.4 for the Dominican Republic.

In the OECS countries, poverty levels range from 25 to 38 percent in the Windward Idands
(i.e, Dominica, Grenada, St. Lucia and S. Vincent and the Grenadines) and 10 to 15 percent
in the Leawards (i.e., Antigua and Barbuda, St. Kitts and Nevis). The decline of the rurd
economy has crested ggnificant pockets of rurd poverty and simulated rurd to urban
migration, especidly in Dominicaand St. Vincent, and growing urban poverty as well.

Employment:  Unemployment is high in the region and does not vary gregtly among the
countries.  Barbados has the least unemployment, a 9.3 percent, while the Dominican
Republic and Jamaica have the highest rates, 15.9 and 15.7 percent, respectively. Based on
limited data, the educationd qudity of the labor force adso appears to be high. However, the
percentage of labor force with secondary

education varies from 15 percent in Belize to Comparative L evels of Income and
64 percent in Barbados. Development
. . GDP Per Human
C) Social Indicators Country Capita Dev't I ndex

. . . PPPUS$  Value
The rarking of Caribbean countries on the Antigua and Barbuda 10225 07%

UN Human Deveopment Index ranges from |Barbados 14353  0.864
a high of .864 for Barbados (number 31 on |Bdize 4959  0.776
the lig) to a low of .467 for Haiti (ranking |Dominica 5425  0.800
134" out of 162 countries). The OECS [Dominican Republic 5507 0722
countries dl rank in the high or medium |Grenada 6817  0.795
range — from Antigua & Barbuda at .833 to S;}?"a ?%2 8-12‘7‘
S Luciaat .728. Jamaica 3561 0738
One indicator that is unfavorable throughout |<t. Kitts and Nevis 11596  0.800
the region is that of HIV/AIDS prevdence. |St. Lucia 5509 0.749
When the Caribbean region is compared to | Trinided and Tobago 8176  0.798

the rest of the developing world, it aso ranks |t Vincent/Grenadines 5309  0.748
Source: UNDP Human Development Report 2001
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badly with respect to youth at risk, and average to well with respect to the rest of the socia
indicators.

HIV/AIDS. AIDS is a serious problem in the Caribbean — a developmenta chdlenge with
implications far beyond medicad and hedth concerns.  The Hedth Economics Unit a the
Universty of the West Indies estimates that in 2005 over 4 percent of GDP in Trinidad and
Tobago and 6 percent in Jamaica could be lost due to AIDS. At the end of 2002, the adult
HIV/AIDS prevaence in the Caribbean of 2.4 percent is surpassed only by sub-Saharan
Africa  Within the Caribbean region, frequency rates vary, but are climbing. For example,
between 1999 and 2001, Jamaica's rate rose from .71 to 1.2 percent. Socia patterns of early
sexud initigtion and multiple partners incresse the risk and, increasingly, women are infected
in greater numbers than men.

Youth at Risk: The Caribbean dso compares poorly with other developing regions with
regard to youth & risk. One measure is the overdl high fertility rate among young women
ages 15-19, which varies from 93.2 per 1,000 in the Dominican Republic to 33.9 in Trinidad
and Tobago (UNFPA data). Another measure is poor school performance and high dropout
rates for young men, which leaves them poorly prepared for productive employment.

Health: Hedth indicaors, such as the mortdity rate of infants and the percent of hbirths
attended to by trained hedth personne, point toward good hedth satus for the Caribbean
population as a whole. On average, trained headth personnd attend 84 percent of births in the
region. Haiti, where trained personnd attend only 21 percent of births, has the poorest
performance with an infant mortdity rate of 70 per 1000. Trinidad and Tobago has the lowest
infant mortality rate, at 16 per 1000.

In the OECS countries the basc hedth indicators are generdly good. There have been
sgnificant improvements over the last two decades. Today, the mgor hedth thrests are
lifestyle-rlated: HIV-AIDS, obesty and chronic non-communicable diseases (hypertenson,
diabetes, heart disease).

Education: Education is a forte in the Caribbean, dislayed not only by high public spending
on educaion, but dso reatively low illiteracy. True to the diverdty of the region, public
spending on education varies from 9.3 percent of GDP in Guyana to 1.4 percent of GDP in
Hati. This is reflected in Haiti’s regionad high 50 percent rate of illiteracy contrasting with
Guyana slow 1.5 percent rate of illiteracy.

In the OECS countries, public sector invesment in education has declined with some
deterioration in physca dructures.  Primary level educdion is universa across the sub-
region, but secondary school enrollment rates are much lower, meaning that many young
persons leave the educaion sysem with minimd literacy and numeracy skills  Only a andl
portion of secondary graduates succeeds in certifying examinations giving access to the
tetiary levd. Lack of technicad and vocationd training leaves most secondary graduates
without the practica skills appropriate to the job market or active entrepreneurship.

Gender: Women have a good standing overdl in the Caribbean. The percentage of women
employed in the nonagricultural sector is above 30 percent for al Caribbean countries,
ranging from a minimum of 34 percent in Suriname to a maximum of 47 percent in Barbados.
Women 4ill remain underrepresented a the highest levels in government and business and, in
a least some countries, they continue to receive lower pay even for equal work. In education,
male dropout rates are a problem and women outnumber men by admogt three to one at the
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University of the West Indies. Poorly educated young men face poor employment prospects
and high levels of crime and violence.

In the Caribbean, high socid vaue is given to gender roles and behaviors that carry heavy
socid and economic cods.  For the men, masculinity is identified with sexud prowess and
ability to father children with multiple partners, and the ability to make money. Women face
socia pressures to bear children, both to fulfill their femae identity as mothers and often as a
way to secure economic support from the mae patner. A high unemployment rate means
that men often cannot provide for the economic needs of these children; and early pregnancy
results in school dropout and limited job opportunities for young mothers.  Annex B provides
amore extengve discusson of key gender issues and recommendations.

4. Strategic Challenges

The small States of the Caribbean Community are particularly vulnerable to the volatility in
income and hencein their internal resources for development in light of their trade openness,
high export dependency and the adverse terms of trade for primary products. The increasing
loss of market security in recent years arising from international trade policy has magnified
this situation. They are also extremely vulnerable to natural disasters which often reduce the
life of otherwise long-terminfra-structural investments to less than 5 years. This creates the
need for repeated outlays of the available resources for development on replacement of
infrastructure rather than on building new infrastructure or on new non-infrastructural type
activities which stimulate development. —- CARICOM statement to the UN International

Conference on Financing for Development in Monterrey, Mexico, in March 2002
a) Vulnerability

Vulnerability is an issue in dmogt dl development areas.  Smdl sze and open economies
make the countries of the Caribbean highly vulnerable to external market conditions. They
depend economicdly on fragile naturd resources while geogrephy exposes them to naturd
hazards, including increased thregts from climate change.

Economic Vulnerability: The smdl maket and limited production capacity of the region,
even taken in its entirety but exacerbated by dispersd among smdl daes, means that it is less
able to build a broad, diverse base of products. With

sndl domestic markets, the region has to be export Importsasa % of GDP
oriented and has little to buffer globa conditions. Antigua and Barbuda 35.6
Barbados 56.0

The region is particularly unprepared to face the demands

of an open trade environment and imminent trade [B)ir'ﬁﬁni ca 2471;
liberdizetion is seen as a threat to the dtability of the | 5 e Republic 395
region. Severa countries have relied heavily on trade |srenada 74:8
preferences for their magor exports and severd dill rely | Guyana 110.7
heavily on cusoms duties and other taxes on trade. Haiti 27.4

. . , - Jamaica 18.7
The financid sector is another aea of vulnerdbility. S Kitts and Nevis 76.0

Supervison has improved but is ill uneven.  Grenada & Luda 65.6
and S. Vincent remain on the OECD non-cooperative list St: Vincent/Grenadines 60:1
regarding inedequate money laundering policies.  There | yyiniged and Tobago 45.2
ae revenue condderations, and issues of governance. |Source World Bank

Continued non-compliance will affect the region as a
whole, not only with the USG, but also with other potentia traders and investors.
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Attitude itsdf is an area of vulnerability. The

Disaster Experience (1970-1999) region has grown used to reiance on
Countr E“Looggic O/L%f‘égsp preferences and its need for “specid and
Y (10089m) (1005 | Cifferentia” trestment is repested o often that
Antigua & Barbuda 105.7 18.1 | it takes on a force of its own. The feding of
Belize 338 5.4 | vuneability mekes the region more “risk
Dominica 1334 55.0 | averse’ and this obstructs useful change.
Grenada 30.1 9.5 : - .
Guyana 29.8 46| Physical Vuln_erablllty: Mapy of the idands
Jamaica 1988.1 29.3| and coastal nations of the Caribbean are prone
<. Kitts & Nevis 3125 1165| to naturd disasters, especidly hurricanes and
<. Lucia 1554.6 2723 | flooding. Because of their sze the amadl
St. Vincent/Grenadines 47.0 16.5| countries dso have less redundancy in thar
Trinidad & Tobago 16.7 0.3 lifdine syslems and have a high proportion of
From Table 1.10 in the IDB Research Department their resources exposed to loss in a sngle
Report, “Natural Disastersin Latin Americaand the ent. Climate ch . added f
Caribbean: An Overview of Risk”, October 2000 ev o imae C_'?nge IS an prosp_ect 0
physcd wvulnerability for these amdl idands

and coastal areas.

The naturd resource base of the region — sea and land — is a vauable but fragile asset. It is
vulnerable to degradation, including negative impacts from the economic activities that
depend on this base — tourism and agriculture.  The region depends heavily on imported
energy and has suffered from severe cost shocks, while shipping oil through the region poses
a rik of spills. More invesment is needed to develop dternative and renewable energy
SOUrces.

Although there is widespread recognition of the need for comprehensive disaster management
and better management of the environment, there is both a shortage of people with needed
sills for example, in physcad planing, and difficulty in mobilizng politica will and
concerted action.

Social Vulnerability:  Despite relatively good ratings on most socid indicators, the
Caibbean dso faces vulnerabilities related to its human resources and culture.  The
Caribbean fares poorly compared to other regions of the world in HIV/AIDS prevdence and
the number of youth who are consdered “a risk.” In many Caribbean countries children
begin sxud activity & a very ealy age, which results in early pregnancies and sexudly
transmitted diseases, including HIV/AIDS, while there is a serious problem of boys dropping
out of school and being poorly prepared for legitimate employment. Factors cited as
contributing to these risky behaviors include abuse a home and lack of parentd guidance as
well as school practices that discourage some students.

The region faces dgnificant disruptions of livelihood as it adjusts to WTO rules and FTAA
and possible IMF regimes (as Dominica dready faces). A dronger safety net is needed.
Severd idands are pooling resources in a dabilization fund, but therr totd resources are il
low.

b) Governance

Political Process: All of the Caribbean countries except Haiti score above the 501" percentile
on voice and accountability in World Bank governance ratings. However, the politica
process in severd countries involves fierce partisanship, leading a times to episodes of
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election violence and, more pervasvely, to short term political expediency a the expense of
forward-looking polices and palitical will, thus obdructing devdopment. The Dominican
Republic, Trinidad & Tobago, Jamaica, Guyana and Haiti dl fal below the 50" percentile
when measured on palitica sability.

Sound Palicies and Effective Regulation: The region fares wdl in the World Bank ratings
on government effectiveness and regulatory qudity dthough several countries are barely
above the 50" percentile on the effectiveness measure.  Sound policies are important to
devdopment, but effectiveness in implementation is equaly essentid and more difficult to
achieve.

Governance theory suggests that quality is enhanced by moving governments closer to the
people they are intended to serve, an area of weskness in mogst of the idands, where wdll-
edablished community level governance inditutions are lacking. Legidative and regulatory
weeknesses are another governance chdlenge. For example, environmentd laws are often
inadequate to support poper enforcement and more effective rules are needed to protect rights
of those living with HIV/AIDS and to permit them to remain productive in society.

Respect for Law and Control of Corruption: Crime is riang dramdicdly throughout the
region. Among the main contributors are the soillover effects of internationd crime and drug
trafficking and reduced locd employment opportunities. The police forces of many dates are
week and may include pockets of corruption, while legd/judicia systems have not adequately
modernized to maintain and improve efficiency. One consequence of the judicid sysem's
inability to respond to its growing burden is declining respect for the sysem. Another
chdlenge is laws and regulaions tha are themsdves outmoded or inadequate. Most of the
countries rank in the middle range for control of corruption, but there is sgnificant room for
improvement with mgjor consequences for development results.

Annex D assesses Accountability, Corruption and Conflict Potentidl.
) Human Resour ces Capacity

Mogt countries in the region have had reaively srong educationd systems reflected in high
literacy rates, dthough in some countries there has been dippage even in the qudity of basic
education. There is a lack of entrepreneurid culture and a shortage of skills needed for
competing in a knowledge-based globa economy. The busness community is not wel
organized to promote changes in favor of competitiveness and Caribbean entrepreneurs tend
to defengve atitudes that discourage cooperation among firms.

Regiond education and training inditutions have not adjused to provide skills the region
needs to be globdly competitive. Skills in short supply include negotiating trade issues and
technicd and management kills in such areas as information and communication technology,
environmental management and land use planning.

Even under the best of circumdances, the rdativdly smdl population of the region means a
smal pool of human resources to draw from. This is made worse by the outflow of people
with education and skills seeking more opportunities in the larger arenas of North America
and Europe. Although there is empirical support for the hypothess that the “brain dran”
actudly benefits some developing countries of origin, this does not apply to the smadl
countries of the Caribbean. Jamaica and Guyana are notable in exceptiondly high cogt in
GDP growth related to emigration (Beine et a. 2002). Lack of mobility within the region adds
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to the problem. Despite the objective of a sngle market and economy, so far only very
limited steps have been taken to dlow free movement for employment within the region.

B. Assistance Strategy Summary
1. Overall Goal and Timeframe

Among the mogt dgnificant economic chdlenges for the region during this drategy period
(2005 to 2009) will be coming into full compliance with World Trade Organization conditions
and adepting to two magor trade agreements — the Free Trade Area of the Americas
Agreement (FTAA) and the Economic Partnership Agreement (EPA) with the European
Union. The depth of these and other challenges faced by the region do not permit predicting
“graduation” by the end of this period. The circumstances of the Caribbean, comprised of
andl countries in close proximity to the US suggest that the US should anticipate a
continuing commitment to the region as a friendly and helpful neighbor. Sltill, it is reasoneble
to expect subgtantid development progress, which will change the relationship over the next
ten to fifteen years.

A destriptive god statement for this sustainable development drategy is. Caribbean region is
globally competitive in trade and in quality of life. In order to compete economicaly in
globa markets, the region mugt attract and retain the human tdent that will enable it to remain
competitive.

Strategy ideas papers submitted by the Misson and consultations with USAID/ Washington
gaff in December 2002 informed planning parameters for the strategy. The parameters were
provided in SECSTATE 102655, dated April 22, 2003, included as Annex A.

2. Summary of Strategic Objectives
The drategy for the Caribbean Regiond Program for FY 2000 through FY 2004 was designed
in1999. As presently configured, the program has four strategic objectives.

RSO-1. Improved business environment to meet international standards

RSO-2. Improved environmental management by public and private entities

RSO-3. Increased effectiveness and efficiency of legal systemsin the Caribbean

RSO-4. Enhanced Caribbean responseto the HIV/AIDScrisisin targeted countries

The HIV/AIDS objective was added to the strategy in April 2001 concurrent with the “Third
Border Initiative”  Another new eactivity under this initiative, the regiond “Center for
Excdlence in Teecher Traning,” has been incorporated into the planning for this new
drategy.

Strategic planning for the period beyond FY 2004 is based on the solid foundation of the
current drategy, which participants and observers have judged to be “on the right track.”
While planning for the new drategy has involved sepping back for a fresh look a the
development conditions and chdlenges in the region, this has not resulted in a maor
redirection. However, with anticipated resource condraints, the focus of the Strategy has been
sharply tightened and it has been reconfigured to emphasize srong Synergies among the
program elements.

The new drategy will narrow to two drategic objectives. The first objective, Caribbean
region positioned to succeed in an open trade environment, includes activities amed at
helping the region meet requirements to participate in open trade regimes, reduce busness
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condraints and leverage market opportunities, as well as drengthen the legal infrastructure
and environmenta framework related to open trade.

For the second objective, which dso has implications for the region's economic
competitiveness, two options are present. The preferred Option 2 is HIV transmission
reduced in target countries in most-at-risk populations and impact of HI'V/AIDS mitigated
in the region. If funding congraints dictate, the Option 1 SO statement is Enhanced regional
response to the Caribbean HIV/AIDS epidemic.

There is a possble need for a specia objective to address weskness in the financid sector that
may pose critical thrests to achieving the dtrategy and to the region’s economic hedlth.
Decisions and recommendations will depend on the outcome of assessments till underway.

The primary thrugt of the strategy supports most directly the joint Department of State/USAID
drategic god to Enhance economic prosperity and security by promoting global economic
growth, development, and stability, while expanding opportunities for U.S. businesses. It also
supports  joint Statle/USAID gods in advancing democracy, improving hedth and the
environment, and minimizing the cost of naura disssters. The dSrategy dso addresses the
UN Millennium Development Gods to combat HIV/AIDS and to deveop a globd
partnership for development.

3. Customers and Partners

The drategic planning process began with extensve forma consultations with a broad array
of dakeholders (representing public and private entities including other donors) during the
summer of 2002. For efficiency this was manly done through written questionnaires.
Consultations continued as needed for vdidation or daification during development of the
initid idess documents and the first draft, which was then discussed in nine forma mestings
with atota of 97 representative stakeholders, held in eight countries.

Key patners for program implementation will include CARICOM and rdevant agencies of
the OECS, business and non-governmenta organizations, as wdl as US firms and non-profit
organizations able to provide appropriate technical services. The HIV/AIDS program will
continue work with CAREC and the CDC.

In the relaively mature Caribbean, the Globa Development Alliance business modd will be
used whenever posshle.  Private financing proposed in response to Annual Program
Statements (APS) will provide market evidence to guide sdlection of sectors for assgtance in
enhancing bus ness competitiveness.

4. Regional Development Strategies

In July 2002, representatives of civil society and heads of government from the CARICOM
dates met a Liliendad, Guyana. The Staement of Principles that emerged from that
consultation recognized the chalenges “posed by globdization and the resulting complex
economic, trade, environmenta, socid and legd issues’ and expressed concern about
increesing transnationd crime, terrorism, migration of scarce skills and socid  problems
including mae dropouts, violence againgt women and children, poverty and HIV/AIDS.

The OECS Heads of Government formaly adopted a Development Charter of October 2002
that maps out a vison for the long-term development of the region, with dSrategies a the
nationd and regiond levels. The Chater provisons are within the context of the move
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towards an OECS Economic Union and plans to spur economic growth and transformation in
the sub-region.

The Charter spesks to economic transformation through agriculture, tourism, non-tourism
savices, financid  servicess manufecturing,  trangportation, and  information  and
communications technology. The Charter dso addresses human development with emphasis
on reducing poverty through education, and increesng the number and qudity of jobs. It
focuses on improving access to hedth care and provison of adequate shelter and promotes
empowering disadvantaged groups. The human devdopment agenda dso involves
devdopment of sports, environmental sustainability, good governance and the role of the
mediain seeking and disseminating information.

5. Cross-Cutting Themes, Linkages and Synergies

a) Human Capacity/Gender

The proposed interventions recognize that the Caribbean countries face specid human
cgpacity condraints by ther very sze  Mohility and emigration further complicate the
problem.  Both drategic objectives include dements of capecity building, as wdl as
gpproaches to address the condraints through efficiency, for example, by usng regiond or
ub-regiond mechanisms.  Mogt sgnificantly, by supporting the region's movement toward
gregter integration and modernization, the drategy will expand opportunities within the region
that will retain and attract people with education and skills.

The drategy recognizes needs for higher-levd technicd skills, whether to meet requirements
of new trade agreements, support competitiveness, protect the environment or combat
HIV/AIDS. It does not include general support for higher education or adult skills training
gysems and inditutions in the Caribbean, but will address these needs in specific areas of
program activity when essentia to achieve results.

b) Governance

The widespread concern about the qudity of governance in the region is generaly directed a
government inditutions, but governance goes beyond government, involving the interaction
between the formd inditutions of government and those of civil society. A common thread
throughout the proposed program is the interaction between government, the private sector,
and non-governmental organizations.

C) Public Undersanding and Support for Change
In the Caribbean, the norma human reluctance to replace the known with the unknown is
exacerbated by strong fedings of vulnerability. At the same time, political leaders often tend
toward short-term expediency and popular causes rather than bold, far-sghted actions for
which there is little popular demand. People will change in a criss, but the development
assigance drategy seeks change without criss.  To this end, one activity common to both
drategic objectives will be public education amed a increesng knowledge and
underganding of the intervertions in order to change dtitudes and build confidence and
support for necessary changes.

d) Regional/Bilateral Program Synergies

There are sgnificant linkages and synergies between the bilaterd program in Jamaica and the
Caribbean Regiond Program, beyond shared management responsbilities.  Bilatera program
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experience can inform broader regiond agpplications — for example in busness sarvices. The
reverseisaso true, as, for example, in the competitiveness program.

Jamaica and other countries in the region that have bilaleral programs (Guyana, Haiti,
Dominican Republic) dso benefit from regionwide activities, for example, in such aress as
trade negotiations, legidative drafting, and meeting the HIV/AIDS chdlenge.

C. Summary Resource Requirements
Program Costs

The proposed five-year base program cost to USAID to achieve the two strategic objectives is
$81 million The drategy ams to achieve subgtantid results with limited USAID resources
through synergies among the activities and by leveraging idess and resources from
nongovernmenta and private sector sources.

D. Program Management

USAID/J}CAR has progran management responghility for both the Jamaca bilaterd
program and the Caribbean Regiond Program. The Jamaca office maneges the bilaterd
program, which is described in a separate drategy document, and provides management
oversght and support for the regionad program. The Barbados satdllite office handles day-to-
day management of regiona program activities.

In addition to reducing management units and building synergies in the program, the Mission
will bundle activities under umbrela mechaniams and will use the Annud Program Statement
(APS) mechanian to tap externa credtivity and planning cgpacity.  The reduction in
management intendgty will enable the Misson gdaff to give more atention to drategic i1SSUes,
policy engagement and cultivating partnerships.

While sharpening the program focus, the drategy anticipates a higher profile for USAID in
the region and greater emphads on collaboration and patnerships. A fully saffed office in
Barbados will permit a closer relaionship with other US agencies based there and with other
donors and counterpart Caribbean organizations as well as potentia private sector partners.
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Il. Strategic Objectives and Results Framework

The proposed drategy for the Caribbean regionad program includes two drategic objectives,
addressing the region's most daunting chdlenges. The first will help the region succeed
economicaly in an open trade environment. The second will help the region respond to the
threat from HIV/AIDS. The Results Framework below uses the preferred option for the
HIV/AIDS program.

Results Framework — Caribbean Regional Program

Goal: Target Caribbean countries globally
competitive in trade and in quality of life.

f

RSO- . Caribbean region RSO- . HIV transmission
positioned to succeed in an reduced in target countriesin
open trade environment most-at-risk populations and
impact of HI'V/AIDS mitigated
A in the region.
A
IR-1. Key Impedimentsto
Open Trade Mitigated IR-1. Increased use of
prevention and treatment
services

|R-2. Business constraints
reduced and market
opportunities leveraged

IR-2. Enhanced enabling

environment
IR-3. Environmentd and
disaster prevention IR-3. Increased use of risk
frameworks for economic reduction practices among
growth strengthened most at risk populationsin

target countries

Critical assumptions

- Palitical will exists to support change

- Qualified human resources can be identified/recruited

- Region remains economically stable.

- External factors do not substantially increase risks or divert resources.
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A. Positioned to Succeed in an Open Trade Environment
1. Background and Rationale for the SO

Sugtainable economic growth remains a top concern in the Caribbean region. Wesk growth in
the recent pas, coupled with an aray of devedopment chalenges intrinsgc to the region —
andl sze, insulaity, exposure to natura disasters — and now the externd chalenge of trade
liberalization, reinforce that concern. The smal countries of the Caribbean are open and
heavily dependent on trade and vulnerable to externd trade shocks. They rely on a few
commodities or sectors.  Severd ae virtudly mono-crop economies that have relied on
preferentid trade arangements, which now face certan dismantling as a result of World
Trade Organization (WTO) mandates.

Between now and the end of the drategy period, the Caribbean faces a daunting list of trade
rdated adjusments. The region is trying to edablish a Caribbean Single Maket and
Economy (CSME) to enhance its negotiating and competitive postion. Many of the countries
face dgnificant geps to comply with WTO requirements.  And, Free Trade Area of the
Americas (FTAA) and the EU/ACP Economic Partnership Agreement (EPA) negotiations are
both scheduled for conclusion in the strategy period.

The public sector has limited resources, including few people with necessary technica sKills,
to meet the requirements of new trade agreements and provide an enabling environment for
business to successfully compete in open markets. Nationd and regiond interests must be
identified and represented across a wide set of often concurrent and highly technica
negotiations. New laws must be drafted and enacted and the new Caribbean Court of Justice
must be enabled to handle trade cases. The impact of globd trade and globdly competitive
economic activity on the fragile idand environments of the Caribbean and the impact of
forces of nature on economic activity aso must be addressed if growth is to be sustainable.

The private sector “engine of growth’ is dow in underdanding the globd changes and in
meking fundamental adjustments to respond. Civil society dso has yet to comprehend the
new forces shaping the political and economic environment and to develop effective ways to
regpond and to influence policy. In extensve consultations with regiond dakeholders, one
conggtent theme was that the business community is not prepared for the changes in globd
trade and needs information on the internationd agreements and their implications for
busness. Another theme was tha, dthough there is no shortage of liquidity, the cost of doing
busness in the region is high and redrictive due to multiple layers of fees, onerous collaterd
requirements, lack of market sophistication and weak capital markets.

The stakeholder consultations indicated that the overadl thrust of the current strategy is sound
and should be continued. Proposed adjustments were generdly expansive, eg., to regiondize
currently  sub-regiond  activities, expand the SME program, further develop the financid
sector, and help develop human resources with technicd and vocationd skills.  Other
recurrent observations included the importance of public educetion in dl areas as wdl as
concerns about ability to attract and retain people with needed skills and about sustainability.

While the region clearly would like to have USAID continue assstance in al current aress
and do more, in view of likdy resource limitations, the Misson has refined the drategy to
narrow its focus to the huge chdlenge of trade liberdization. Three dtrategic objectives in the
current srategy — RSO-1 Improved business environment to meet international standards;
RSO-2 Improved environmental management by public and private entities; and RSO-3
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Increased effectiveness and efficiency of legal systems in the Caribbean — that are linked to
economic growth are replaced with one new regiond drategic objective: Caribbean region
positioned to succeed in an open trade environment.

Although the new SO includes legd sysems and environment activities, it does not just
reorganize activities under one heading, but truly narrows focus, excluding areas of current
activity and proposed expanson. Among the more sgnificant things that were contemplated
but that will not be done by USAID under the new dtrategy are:

Extending court sysem modernization initiated in the OECS to the wider region;

Building generd legd sysem capacity, for example with Bar Associgtions and Public

Prosecutors; and

Addressing environmentd concerns a the levd of eco-systems (“ridge to reef”/"white

water to blue water”).

While these and other areas of activity have drong judification, the drategy is to get
maximum impact on the mogt crucid chdlenges by narrowly focusing limited resources. The
new SO contributes directly to the USAID/Depatment of State joint drategic plan
performance god of Increased trade and investment achieved through market-opening
international agreements and further integration of developing countries into the trading
system. It supports the U.N. Millennium Development God to develop a globa partnership
for development.

2. Results Framework

Pogtioning the region to succeed in an open trade environment will require a wide range of
adjusments and the objective will be achieved through four intermediate results addressng
the necessary lega infragtructure, compliance with trade agreement requirements, enabling
the budness community to be intenationdly competitive, and drengthening  the
environmental and disaster prevention frameworks for growth.

IR-1. Key Impediments to Open Trade Mitigated: The new trade arrangements facing the
region require sgnificant adjusments in both specific legidation and ability to goply and
enforce the laws. It will dso require a wide range of adjustments required by new trade rules,
including the region’s move to become a sngle economic space.

Under the current strategy, RSO-3, Increased effectiveness and efficiency of legal systems in
the Caribbean, is geared a enhancing court sysems efficiency and fairness by improving the
operating environment of the OECS Courts. In addition, the program has provided technica
assstance to the CARICOM Secretariat to help educate the region about the new Caribbean
Court of Judtice, and to establish a regiond legidaive drafting faclity which has darted to
draft laws with respect to the establishment of a Caribbean Single Market and Economy,
Justice and Security issues and HIV/AIDS issues.

The new drategy will build on this foundation, but will focus on trade-rdated activities in the
regional legd infrestructure.  One mgor area of activity will continue support for the regiond
legiddtive drafting facility to draft legidation that is needed to meet trade agreement terms
and enable the private sector to be compstitive in this new open trade environment. Draft
legidation does no good until it is enacted, so support for enactment will aso be provided
through policy didogue, public education, and by working directly with attorneys generd and
paliamentarians. Another weakness in the region is in implementation of laws placed on the
books. The program will include assstance in the implementation of enacted laws.
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Trade Competitiveness

Results Framework — Region Positioned for Trade

USAID/STATE Goal: Increased trade and
investment achieved through market-opening
international agreements and further integration

Contextual Indicators

- MCA Trade Policy (Heritage Fndn.)
- Competitiveness ranking (WEF)

- Trade Flows (globally/ regionally)

Program Indicators

A - Foreign direct investment as % of
GDP by sector

RSO. Caribbean region positioned to . Export incomeljobs

succeed in an open trade environment

f
| | |

of developing countriesinto the trading system

IR-1. Key IR-2. Business IR-3. Environmental
Impediments to constraints and disaster
Open Trade reduced and prevention
Mitigated market frameworks for
opportunities economic growth
leveraged strenathened
IR Indicators IR Indicator IR Indicator
- Number of laws - Number of trade - Number (and type) of . Number of
enacted and adjustment gaps business constraints Environmental
implemented addressed reduced Policies Enacted

Critical assumptions

- Therewill be political will to provide adequate support to the legal infrastructure

- The Regional Drafting Facility will be able to recruit/retain adequate qualified drafters

- That budget and revenue concerns can be met while shifting away from reliance on trade taxes
- The countries of the region will be able to maintain macroeconomic stability

A second area of activity will focus on capacity for adjudication of commercid and trade
related issues. This will include training for the new Caribbean Court of Judtice, which has
origind juridiction on dl trade matters.

Drug trafficking, money laundering and trade in persons — areas of specid U.S. interest in the
region — could also be consdered related to trade. However, USAID will coordinate with and
rely upon other U.S. agencies for primary support to the regiona legd systems in these aress
of internationd crime.  The Depatment of Justice, Drug Enforcement Agency and other
edements of the U.S team in the Caribbean have active programs combeting internationa
crime and strengthening mutual security.

The strategy will also consider creative ways to address the range of adjusments required
by new trade rules including the region’'s move to become a single economic space. The
targeted adjusments ultimady should result in increased trade flows both intra-regiondly
and internationdly. Assstance will be guided primarily by a sdective identification of cross
cutting priority needs within CARICOM. There will dso be emphass on following through
on implementation a the nationd level through technical assistance and other support needed.
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However, with limited resources, this will be very sdective and amed a edablishing modes
for replication.

Priority will be given to common regiond adjusment gaps identified in the FTAA
Hemispheric Cooperation Program usng the Trade Capacity Building Straiegies from the
CARICOM countries.  One area of activity will be to address the fiscd obstacles to
adjusment. Severd Caribbean dates ill rely heavily on trade-based taxes and will have to
shift to other revenue sources. In some cases, expenditure reduction may aso be important to
the fiscd <ability needed for competitiveness. The program will likdy aso include support
for trade-rdated ddidics, and traning in traderdated topics.  Public awareness and
education programs are another area where USAID can help the region in the adjustment
process.

IR-2. Business Constraints Reduced and Market Opportunities Leveraged: Besides
activities to reduce “red tape’ and other governmentd condraints on busness, the program
will explore other avenues to cut cods, increase productivity and meet competitive market
dandards. The program will seize on market opportunities that may present themsdves using
tools such as the Development Credit Authority, as wdl as the Globa Development Alliance
(GDA) busness modd, rdying on Annud Progran Staement (APS) to dicit private
financing as evidence of where the market wantsto go.

It is ds0 possble tha assdance to drengthen financid markets will become a priority to
increase potential for regional economic growth. In addition, the program will work with
regiond initiatives or market opportunities in non-traditiona development aress that promote
private investment, enhance competitiveness and support infrastructure devel opment.

The USAID program under this drategy will move away from the individuad enterprise leve,
but rather will focus on the mos dgnificant condraints inhibiting growth as wdl as
identifying market opportunities that could assstor spur the process of economic growth
within the private sector, for example, the upcoming cricket World Cup 2007 event. The
program will work through supporting inditutions and dructures and target them for
strengthening where appropriate.

IR-3. Environmental and Disaster Prevention Frameworks for Economic Growth
Strengthened:  The ecosystems that sustain Caribbean economies, whether based on
agriculture, fisheries and/or tourism, are under increedng dress.  Ecosysem dability is
especidly precarious where idand terrestrial and coastad systems are subjected to resource-
intensdve uses.  Ultimady the result is loss of production sustaining resources, loss of
biodiversty, and unsanitary, unhedthy living conditions.

The region’s international competitiveness depends heavily on its natura assets, which can be
used in unsugtainable ways, or damaged incidentally by other economic activity such as from
pollution. The impact of the naturd environment on economic activity is dso evident in the
Caribbean, where, for example, hurricanes frequently destroy major investments.

Activities under the current drategy, RSO-1, Improved environmental management by public
and private entities, focused on smdl tourism edablishments, with specid emphesis on
making the sector more competitive through developing brands and standards, assessments of
environmental practices, and help in adopting best practices. The new drategy may build on
some of this activity under IR-2.
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This IR will focus on the environmental and disaster prevention frameworks, i.e, the policies,
laws and regulations, as well as entities, and incentives that will protect naturd assets for
sudainable competitive economic activity and guide tha activity so that exposure to naturd
hazards is minimized. Aress of assstance are likdy to include identification of market-based
incentives, public education and information disseminatiion, and advocacy by NGOs and
industry stakeholders.  Inputs from various sudainable development forums, induding the
SIDS mestings in the Bahamas and later in Mauritius will assg in further identification of
areas of opportunity.

One aea of specific atention will be the connections between the environment and a more
open trade environment, such as ewironmentd implicaions of trade agreements.
Opportunities for leveraging market resources will be identified and developed to support and
strengthen sustainable devel opment throughout.

As noted in the CARICOM gatement in Monterrey in March 2002, the smdl dates of the
Caibbean ae “extremey wvulnerable to naurad disasters which often reduce the life of
otherwise long-term infradtructura  investments”  To succeed in a highly competitive
environment, the Caribbean cannot afford to continue the unnecessary loss of investments,
and there is ample evidence that modest invements in hazard mitigation messures yidd very
high returns.  With support from OFDA and UNDP, the region has developed a drategy of
comprenendve disasster management, which involves risk reduction and integration of
vulnerability assessment into the development planning process. OFDA has dso funded the
Dissster Mitigation Fecility for the Caribbean (DMFC) a the CDB, which is promaoting
nationd hazard impact assessments and mitigation policies  The Caribbean Regiond
Program will coordinate closely with OFDA to continue support for this effort.
a) Linkages and Synergies

The important synergies between the legd systems, trade capacity, competitiveness and the
environment have been interndized in reducing the program focus to two draegic objectives.
The second SO responds to the threst of HIV/AIDS, which has mgor implications for the
region’s productivity and competitiveness. Moreover, there is a complex inter-relationship
between HIV/AIDS and the region’s most important growth sector, tourism.

The legd infrastructure IR includes support of the regiond legiddive drafting facility to meet
new legidaive requirements for trade. The facility's mandate aready includes the aress of
trade, security and HIV/AIDS and the facility will be responsble for drafting new legidation
needed to support the campaign against HIV/AIDS,

Regiond trade development will aso support bilaterad program activities that promote
economic growth and trade competitiveness. All the Caribbean bilaterd USAID missons
will be informed and consulted about relevant regiond activities, and the CRP Trade SO
Team will coordinate especidly closdly with the Jamaica bilatera program  Trade
Compstitiveness SO Team.

b) Other Donorsand Donor Coordination

Severd other donors are helping the Caribbean region respond to trade liberdization. The EU
and DFID ae prominent, reflecting ther traditiond rdationships and the region's long
dependence on their trade preferences.

CIDA programs in the region that complement this SO include support for the Regiond
Negotigting Machinery (RNM), a human resources for competitiveness project, trade palicy,
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financid sector reform, and environment and dissster management activitiess CIDA dso
supports an OECS trade policy project and some relevant bilaterd programs. CIDA’S new
OECS drategy includes sustainable and equitable economic growth as a mgor program
purpose.

DFID is another co-contributor to the RNM as part of its support for regiond integration and
trade devdopment. DHFD’s new draft regiona plan includes trade, regiond economic
integration and competitiveness as one of three Srategic aress of assistance.

The EU provides resources for agricultural adjustment through its STABEX fund and support
for private sector devedopment. The EU is dso funding a regiond program to demondrate
how sustainable natural resource management can improve qudity of life

The UN Globd Environment Fund supports a number of activities in biodiversty, climate
change and inditutiona capacity building in the region.

In the area of environment and disaster mitigation, CIDA is funding the Caribbean Hazard
Mitigation Capacity Building Programme (CHAMP) of the Caribbean Disaster Emergency
Response Agency and executed by the OAS to enhance regional cepacity to reduce
vulnerability to the effects of naturd hazards. The CDB is implementing the DMFC funded
by OFDA.

The CDB has just assumed leadership of the main donor coordination forum — formerly caled
the Conaultative Group for Caribbean Economic Development (CGCED) and renamed the
Caibbean Forum for Development. Other more immediate mechanisms for donor
coordination also exist, mostly groups organized around sectors or themes. An April 2002
UNDP report listed 14 such groups based in Barbados just for the Eastern Caribbean
(Marshdl 2002). USAID will work with the CDB, UNDP and other donors to achieve the
coordination and harmonization that &l agree isimportant.

C) Assumptions and Risks

Criticad assumptions for the SO include:
- Therewill be palitica will to provide adequate support to the legd infrastructure
The Regiond Drafting Facility will be able to recruit/retain adequate qualified drafters
That budget and revenue concerns can be met while shifting away from rdiance on
trade-based taxes
The countries of the region will be able to maintain macroeconomic stability

d) [llustrative Activities& Partners

Activities under IR-1 to put in place the legd framework for compliance with new trade rules
include continued support for the legidative drafting facility carried out by the CARICOM
and OECS Secretariats. The activity will expand to include modd regulations and sipport for
enactment and implementation.  The Universty of the West Indies is a likdy partner in this
expangon. (With USAID support, UWI has established an online database of court decisons
and tresties and is establishing postgraduate training program in trade policy.)

Besdes the legd framework, other activities will be undertaken under IR-1 to address
adjusments needed to participate in the new trade environment.  They will be sdected from
the country trade drategies, and are likdy to include strengthening the development of trade
datistics, improvement in customs processes, Standards development, public education in
support of open trade and professona training in trade policy and related areas.  Mitigation of
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the impact of free trade on country finances is another important area of adjusment. USAID
is currently helping Dominica and Grenada in adopting VAT and excise taxes and may extend
smilar support to other countries heavily dependent on taxes on trade. The CARICOM
Secretariat and agencies such as RNM and CARTAC, OECS agencies and UWI are likely to
be mgor regiona partnersin activities under IR- 1.

Activities to diminate or reduce condraints will be chosen for broad applicability and
potential impact. For example, obsolete laws and inditutions inhibiting establishing new
busness may need to be updated. Training for the private sector in targeted areas may
increase ability to respond to market opportunities. Working with the financia sector to
improve its responsiveness to business needs for growth is likely to be a priority. Results of
the financid sector assessment being findized by Dedoitte Touche Tohmasu will hep
identify areas of opportunity. Cricket's World Cup 2007, to be held in the region, represents a
donificant market opportunity to focus the region, engage the private sector and take
advantage of likdy politicd will to meke changes that will benefit the region's
competitiveness wel beyond the event. USAID will use the APS mechanism to leverage
credtivity and financid resources as well as Sgnd where the market wantsto go.

Activities in the area of environment and dissster management may indude hdp in mobilizing
resources so0 that these areas can be given adequate attention in al development activities.
Risk management is an area that needs further development in the Caribbean. Ancther area
includes laws and regulations, with some linkage to IR-1. Likely partners include the OECS
Environment and Sudtaineble Devedlopment Unit.  The APS mechanism will aso be used to
define activitiesin this area.

3. Preliminary Performance Management Plan

The ovedl trade competitiveness of the Caribbean region is not entirdy within USAID’s
manageable interest. However, three contextud indicators relevant to this objective will be
tracked:

MCA Trade Policy (Heritage Foundation)
Competitiveness ranking (World Economic Forum)
Trade Hows (globdly/ regiondly)

Three SO leve program indicators are also being proposed:
FTAA Nationd Action Plan adjustment progress
Foreign direct investment as % of GDP by sector
Export income/jobs

Prdiminary IR-levd peformance indicators are noted on the Results Framework chart in
Section 2.

4. Estimated Resource Requirements
a) USAID Costs

The projected base cost to achieve this objective is $62.5 million over the five-year strategy
period.
b) Other Resources (other donors, partners, host country)

Prominent among the other mgor donors helping the region adjust to open trade are CIDA
and DFID. The drategy anticipates adequate support from other donors for the RNM and
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support for the National Action Plans has been divided among severa donors.  The
OFDA/CDB CHAMP program provides resources for disaster mitigation capacity building.
A centrd feature of drategic approach will be to use the APS mechanism to tap crestivity and
financid resources from the private sector and non-governmenta organizations.

C) Start and End Dates

The man implementing activity under the current RSO-1, the Caribbean Trade and
Comptitiveness Program, only darted in the second hdf of FY2003 and will continue
through FY2005. Other current Strategy activities under RSOs 2 and 3 will be concluded by
the end of FY2004 or ealy in FY2005. Activity desgn and procurement planning for the
new drategic objective will begin in Mach or April 2004, and some initid activities will
begin by October 1, 2004. All activities under the new drategic objective will be completed
and the objective achieved by the end of FY 2009.
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B. Enhanced Response to HIV/AIDS
1. Background and Rationale for the SO:

The HIV/AIDS epidemic in the Caribbean continues to loom like a dow motion hurricane
that has yet to inflict its worst damage. The estimated adult prevaence rate in December 2002
was 2.4% (UNAIDS). While 4ill less than that of sub-Saharan Africa, it is four times that of the
next most dfected region. By the end of 2002, an estimated 500,000 people in the region were
living with HIV/AIDS, up from 360,000 a the end of 1999. Trangmisson is largdy
heterosexuad, but mae-to-mae sexua contact dso remains a mgor route of transmisson.
Mother to child transmission isaso high.

The epidemics in Haiti, Bahamas, Barbados, Guyana, the Dominican Republic and Turks and
Caicos have spread to the generd population, affecting 2.0-8.0% of adults. Elsawhere, the
epidemic is 4ill largdy confined to most at risk populations (MARP) — men having sex with
men (MSM), commercia sex workers (CSW) and youth. AIDS is currently the leading cause
of death in the 15-44 year old age group and the second leading cause of death among infants
in the English spesking Caribbean. It gppears tha most HIV infection for women occurs
between the ages of 15-19 and for men between the ages of 20-24.

Because of their larger populations, Haiti and the Dominican Republic account for the largest
numbers of cases, but it would be a mistake to regard the smdler idands as footnotes or as
mini-versons of the large idands when drategizing to control the epidemic in the region. The
enormous amount of inter-idand mobility and migration coupled with smdl-idand economes
that depend heavily on tourism make these ndions paticularly vulnerable to the potentid
devagtation of the as yet uncontrolled HIV epidemic.

These smdl-idand economies are dso particularly susceptible to the deadly synergy between
HIV and poverty. At the household level, AIDS pushes poor and margindized people even
deeper into poverty and often into survival drategies that increase their risk. At the wider
economic level, AIDS takes people out of the workforce in their most productive years ad
increases costs to the private sector.

USAID’s current Caribbean Regiond Program on HIV/AIDS was approved by the AA/LAC
in March 2001 and implementation began shortly theresfter. This coincided with an influx of
other resources to fight AIDS in the regon around the same time. The July 2000 Internationd
AIDS Conference in South Africa followed by the United Nations Generd Assembly Specid
Session on HIV/AIDS (UNGASS) in June 2001 heralded an overdue but welcome sea-change
in the commitment of developed countries to assst the lesser developed nations in
overcoming HIV/AIDS. In addition to increased commitments by maor donors, the Globa
Fund on AIDS, TB, & Madaia (GFATM), the World Bank’s Multi-Country HIV/AIDS
Prevention and Control Adoptable Loan Program for the Caribbean Region, and President
Budh's Emergency Plan for AIDS Rdigf have dl resulted in immense increases in actud or
promised funds coming to the region. While these resources are welcome, they represent just
the beginning of anew phasein the fight againg AIDS, and not the end.

USAID’'s current drategic objective for HIV/AIDS in the region is Enhanced Caribbean
response to the HIV/AIDS crisis in targeted countries and focuses on building capacity to
regoond in regiond governments and non-governmental organizations. The new drategy
presents two options, depending on funding levels availdble The firs or basc option will
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continue to focus on capacity building, working grictly a the regiond level. The Option 1
SO statement would be: Enhanced response to the Caribbean HIV/AIDS epidemic.

The second option reflects the funding level actudly needed to move from continued capacity
building to interventions aimed a achieving measurable impact on reduced transmisson. The
focus of the USAID program will be on most a-risk populations, with specid attention to the
countries not served by USAID hilateral programs. The Option 2 SO statement would be:
HIV transmission reduced in target countries in most-at-risk populations and impact of
HI1V/AIDS mitigated in the region.

This SO supports the Bush Adminidration AIDS initiatives and contributes directly to the
Department of State/USAID joint srategic plan performance god of Improved global health,
including child, maternal, and reproductive health, and the reduction of abortion and disease,
especially HIV/AIDS malaria, and tuberculosis. In addressing the threat HIV/AIDS poses to
the region's economic competitiveness, the SO aso indirectly contributes to the joint
State/lUSAID Economic Prosperity and Security god. The SO aso directly supports the UN
Millennium Development God to combat HIV/AIDS, mdaia and other diseases.  The
Caribbean Regiond Program (CRP) is one of the 23 bilateral and eght regiond programs
identified as top priority in the “Stepped Up War Againg AIDS’ under the Agency’s revised
worldwide HIV/AIDS operationd plan.

Under either option, the drategic objective will be achieved through three intermediate results
that address prevention and trestment services, information, and risk reduction behavior.
Because there are sgnificant differences between the two options in al three aress, separate
results frameworks and discussons are provided beow. Annex F provides an expanded
discussion of the Caribbean Regiond HIV/AIDS sirategy.

2. Results Framework

a) Option 1 — Enhanced Response SO

At the base proposed funding level (Option 1, $18.5 million over 5 years) the focus of the
regiond drategy is cgpacity building, with results amed a improving avalability and use of
accurate and rdiable information and increesing the number of hedth care providers and
public hedth professonds with specidty training in HIV. Key activities include building
cgpacity of regiond organizations and nationd-level officids responsble for HIV
surveillance, monitoring and evauation, and support to the Caribbean HIV/AIDS Regiond
Traning (CHART) Initigive. The program’s geographic focus is entirey regiond, working
on regiond issues (such as mobility) through the most appropriate regiona organization or
through direct implementation.

IR-1. Expanded access to prevention and treatment services. This IR would focus on
increesing the number of HIV-specidty trained hedth care providers and public hedth
professonas in the region in the areas of voluntary counsding and testing, ddivery of anti-
retrovirds, and prevention of mother to child trangmisson. All traning will be conducted
through the CHART. Traning will be implemented a the regiond and sub-regiond leve,
depending on the type of traning and need. Cross-cutting themes to be integrated into
traning indude a focus on reducing dclinicdl provider digma and discrimination  and
improving monitoring and evaudion cgpacity to accurately measure and report on service
delivery.
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Results Framework — Regional HIV/AIDS

Option 1 _
Contextual Indicators
State/lUSAID Goal: Improved global health, giﬂgﬁeﬁnwgegglglgqgﬁl;;cerate
including child, maternal, and reproductive health, y b
and the reduction of abortion and disease, Program Indicators
especially HIV/IAIDS, malaria, and tuberculosis - Number of HIV prevention and
treatment services delivered by CHART
f trained providers
- Number of countries accurately
RSO-: Enhanced responseto the reporting on surveillance
Caribbean HIV/AIDS epidemic - Percent of most-at-risk populationsin
target countries with knowledge of risk
T reduction behaviors
I [
IR-1. Expanded IR-2. Improved
accessto availability and use of
prevention and accurate and reliable
treatment services information on HIV/AIDS
IR Indicators

IR Indicators

- Number of CHART
trained providers
delivering HIV services

- Number of sites
providing quality HIV
services

- Number of peopletrained in
HIV monitoring & evaluation

- Number of countries
accurately reporting annually
on the UNGASSindicators.

Indicators are tentative; a definitive PMP will be developed upon strategy approval.

Critical Assumptions:
- Governments, policy makers, stakeholders in the region remain committed to fighting the HIV/AIDS epidemic.

- Exogenous factors (natural disasters, civil unrest, etc) do not increase the baseline of health risksin the region,
or divert resources fromthe HIV/AIDSfight .

- The social ‘space’ to work with target high risk/sensitive populations does not narrow.
- Thereis adeguate supply of ARVs and other HIV/AIDSrelated commodities (condoms, test kits, etc.).

IR-2. Improved availability and use of accurate and reliable information on HIV/AIDS:
Technicd assgance will be provided directly to key regiond organizations, primarily
CAREC and CHRC, which are respongble for ensuring effective regiona surveillance,
monitoring and evauation, and reporting; some country-leve technical assstance will be
provided in targeted countries in the eastern Caribbean. A modd for a smdl country-leved
second generation surveillance system, to include both seroprevadence of the genera public
and MARP as well as behaviord survelllance of MARPSs, may be developed and then adapted
within other countries. A regiond survellance sysem might aso be developed based on a
sample of nonpresence countries to complement survelllance data being collected in the
larger Caribbean countries.  Additiond technical assstance will be provided for other data
collection exercises to further enhance programming, such as ethnographic mapping of
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MARP, mapping of intraregiond mobility paiterns, behaviord survellance surveys with
serosurveys (especidly for MARP and in aress identified as “hot spots’), and hedth facility
surveys to document the delivery of HIV prevention and trestment services.

b) Option 2 — Prevalence Reduced and Regional Epidemic Mitigated

If additiond resources beyond the projected base level are avalable, the focus of the strategy
will be to reduce further transmisson of HIV in the region with results amed a reducing
seroprevaence rates in mogt at risk populaions and maintaining a low prevaence rate in the
region in the generd population. Key activities include targeting prevention interventions a
most a risk populations including mobile populations, and increasing access to and use of
HIV prevention, trestment and care sarvices, specificaly voluntary counsding and testing,
antiretrovira trestment, and prevention of mother to child transmission services.
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Results Framework — Regional HIV/AIDS
Option 2

State/lUSAID Goal: Improved global health,
including child, maternal, and reproductive health,
and the reduction of abortion and disease,
especially HIV/IAIDS, malaria, and tuberculosis

Contextual Indicators
- Caribbean Regional prevalence rate
- Country level prevalence rates

Program Indicators
f - Prevalence among most at risk
populations in target countries
- Maintenance of low prevalence
regionally

RSO-: HIV transmission reduced in tar get
countriesin most-at-risk populationsand
impact of HIV/AIDSmitigated in theregion

f

IR-1. Increased use of IR-2. Enhanced enabling IR-3. Increased use of
prevention and treatment environment risk reduction practices
services among most at risk
populations in target
. IR Indicators countries
IR Indicators Number of letrained i
+ Number o people test " HIV monitoring & eveluation .
through VCT services - Number of cou%ri% IR Indicators
- Percent of HIV positive women tel " all - Median age at first sex
receiving PMTCT services accurale’y reporing annuiatly - Number of sexual partners
on the UNGASS indicators.
- Number of other vulnerable - Condum use

- Sigma and discrimination

children receiving support indicator TBD

services

Indicators are tentative; a definitive PMP will be developed upon strategy approval.

Critical Assumptions:

- Governments, policy makers, stakeholdersin the region remain committed to fighting the HIV/AIDS epidemic.

- Exogenous factors (hatural disasters, civil unrest, etc) do not increase the baseline of health risksin the region,
or divert resources from the HIV/AIDSfight .

- The social 'space’ to work with target high risk/sensitive populations does not narrow.

- Thereis adequate supply of ARVs and other HIV/AIDSrelated commodities (condoms, test kits, etc.).

A cross-cutting theme will indude programmatic linkages with the four USAID bilaterd HIV
programs in Jamaca, Hati, Dominican Republic, and Guyana, particulaly with monitoring
and targeting prevention efforts a mobile mog-at-risk populations. To enhance the current
policy and program environment, cross-cutting activities am to improve information
avalability and use and reduce stigma and discrimination.  Geographic focus will be regiond,
working on regiond issues (such as mobility) through the most appropricte regiond
organization or through direct implementation of activities and sub-regiond assgtance and
country level assstance to the nine non-presence countries in the eastern Caribbean (St Kitts
and Nevis & Vincent-Grenadines, . Lucia, Dominica, Grenada, Antigua-Barbuda,
Trinidad- Tobago, Barbados, and Suriname).
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IR-1: Increased use of prevention and treatment services. The emphass will be on
providing a continuum of care, which includes BCC, VCT, PMTCT, ARV, treatment of
opportunistic infections and community-based care, in targeted countries by the end of the
srategy. Cross-cutting themes that will be integrated into activities under this IR will include
clinicd provider gigma and discrimination incorporated into dl traning and monitoring and
evauation capacity increased to accurately measure sarvice deivery. USAID’s comparative
advantage will leverage HIV treatment-related funds that will enter the region through the
GFATM, World Bank loans, and other donors to increase access to comprehensive HIV care
and treatment.

Three sub-intermediate results further define this intermediate result.

Voluntary Counsding and Testing - Building upon USAID/CDC'’s results dready achieved
in the region in VCT, continue to expand VCT sarvices through the region by increesing the
number of trained VCT counsdors under the CHART Initiative and provide focused technical
assigance within target countries to operationdize VCT sarvices, with an increased emphasis
on reaching MARP and linking servicesto PMTCT services.

PMTCT Service Delivery - Building upon USAID/CDC's recently initisted PMTCT
regiond program, activities will continue dinicd traning of hedth care workers under the
CHART Initiative and provide focused technicd asigtance within target countries to
operationdize the ddivery of PMTCT sevices  Specific activities under CHART  will
include regiond and sub-regional conferences to edtablish and disseminate regiond PMTCT
guiddines and targeted dlinicad training for specific types of hedth care workers (physicians,
nurses, socid workers, counsdors, and pharmeacists). For operationdizing PMTCT services,
specificdly on amdl idands where the number of HIV postive women is low, a modd will
be developed and expanded to target countries, which may include integrating PMTCT into
antenatd care or maternd and child hedth services as a more codt-effective gpproach for
PMTCT sarvice ddivery. Emphesswill be madeto link PMTCT to VCT sarvices.

Care and Treatment Service Delivery — Building upon USAID/CDC's recently initiated
joint program to expand care and trestment in the region, activities will continue dinicd
traning of hedth care workers under the CHART Initigtive and provide focused technica
assistance within target countries to operationdize the ddivery of services. Specific activities
will indude conferences to edablish and disseminate regiond dinicd  guiddines,
devdopment of curricula (pdligtive care, dinicd management including prevention and
trestment of OI, trestment and monitoring of patients on ARV, nutritional support, counsding
and dl other aspects of the clinicd management of PLWHAS) and targeted clinicd training
for hedth care workers specificaly in the delivery of ARVs and Ol trestment. In addition,
technicdl asssance will be provided to operationdize sarvice deivery sysems in target
countries.  As needed, additional technica assstance will be provided to strengthen drug and
hedth commodity logistics systems to ensure a rdiable and secure supply of commodities and
pharmaceuticds.  The core emphass of this sub-intermediate result will be to incresse
indigenous Caribbean human capacity for care ad trestment of PLWHA and formalize,
regulate and expand the administration of ARV sto infected patientsin target countries.

Community-based Support - The third activity area focusng on care and treatment will be
expanded to include interventions and activities to incresse access to community-based care
and support services, induding orphans and vulneréble children.  Specificdly, technicd
assgance will be provided to NGOs within target countries to ddiver community-based
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sarvices to PLHWASs and ther families.  Activities may include support to NGOs (including
FBOs identified as potentid NGO partners) to develop a ‘buddy sysem’ for PLWHA to
provide such basic socid services as coping with a recent diagnogis, picking up a prescription,
bringing a patient to a dinic, ddivering a med, visting a hospitdized patient or providing
assdance with partner (or family) notification. “Adherence advocates’ may be identified
within these NGOs who receive training on the importance of ARV adherence, accompany
patients to ther clinic vidts cdl or vigt paients to reinforce adherence and conduct pill
counts from time to time. Additiond traning will be provided to NGOs to build ther
capacity to provide “end-of-life’ care for PLHWAs.  Vulnerable children will adso be reached
through community-based activities to provide socid support to them and their families.

IR-2: Enhanced enabling environment: In support of the achievement of the intermediate
results described above, there are three key activity areas that will be integrd and cross
cutting components of the regiond srategy.

Surveillance and Monitoring/Evaluation — To address the inadequate regional and country-
levd survellance, technicd assgtance will be provided directly to key regiond organizations,
primarily CAREC and CHRC, who are responsble for ensuring effective surveillance and
monitoring and evaduation sysems are in place. Targeted country-level technica assstance
will be provided as gpplicable A modd for a smadl country-level second generation
aurveillance systems, to include both seroprevalence of the generad public and MARP as wdl
as behaviord survellance of MARPs, may be developed and then adapted within other
countries. A regiond surveillance sysem might dso be developed based on a sample of non
presence countries to complement surveillance data being collected in the larger Caribbean
countries.

Additiona technicd assgtance will be provided for other data collection exercises to further
enhance regiond and country-leve programming, such as ethnogrgphic mapping of MARP,
mapping of inter-regional mobility patterns, behaviord survellance surveys with serosurveys
(especidly for MARP and in aress identified as “hot spots’), and hedth facility surveys to
document the deivery of HIV prevention and trestment services. The exact geogrephicd
scope of these additiond data collection exercises will be dependent upon the results of the
data collected during the fisca year 2004.

Technica assgance will adso be provided to other implementing patners (i.e, USAID
contractors, grantees) to ensure that results-oriented monitoring and evduaion of activities is
being conducted. A key role of the regional program under this support activity area is for
USAID’s regional office to support the regiond synthess and dissemination of results of deata
collected to regiond and US-based policy makers to facilitate a better understanding of the
HIV epidemic in the region.

Reduction of Stigma and Discrimination - An emphasis will be on reducing sigma and
discrimination through severd gpproaches, which will include regiond policy development,
amendments of exiging laws and regulations and development of new laws and regulations,
implementation of regiond and sub-regiond campaigns educeting the generd public on the
HIV/AIDS-rdated law ethics and human rights issues and providing support to CRN+ to
build capacity of its members to become leadership advocates to sendtize senior policy and
decison makers.  With regard to the legd framework activities, links will be made to
USAID’ s current activities supporting the CARICOM Legidative Drafting Facility.
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IR-3: Increased use of risk reduction practices among most at risk populations in target
countries:  Adtivities will build upon previous USAID-supported assstance to strengthen
NGO cepacity in the Caribbean by providing technical assstance to NGOs to conduct
appropriate behavior change interventions targeting modt-at-risk populations.  Faith-based
organizations (such as those dffiliated with the Caribbean Conference of Churches) will be
included as agpplicable. For the “underground” or hard to reach MARP, a specid emphasis
will be placed on identifying additionad informa MARP networks and high-risk settings and
mobile transient points.  Integrated within the BCC activities will be referrds to both
prevention and care and trestment services (i.e, voluntary counsding, testing faecilities
clinica care providers) within the country or the nearest country where sarvices are available.
A multi-media campaign, potentidly socid marketing of risk reduction behaviors, will be
conducted in the target countries to compliment the focused prevention interventions and
activities targeting most a risk populations. The emphass will be on achieving results in
terms of behavior change and reductions in HIV infections among most at risk populations in
target countries.

C) Linkages and Synergies

The HIV/AIDS objective links to the trade objective and to bilatera programs in the
Caribbean.

Caribbean Trade and Competitiveness: Unless checked, the HIV/AIDS epidemic will
certainly prevent the region from achieving any success in an open trade environment. The
devdopmentd implications and the need for a multi-sectora response that engages Al
eements of society are wdl recognized. Interventions with private sector to increase ability
to compete in open trade are likely to provide opportunities to raise awareness and enlist
support in dedling with HIV/AIDS.

The legd sysems activity under IR-2 has close padlds with the legd systems IR under the
trade and competitiveness SO. Both rely on the regional Legidative Drafting Facility for
drafting legidation needed to achieve the objectives.

Bilateral Health Programs.  Both the training of trainers in voluntary counsding and testing
and the Caribbean Regiond HIV/AIDS Traning Initistive are activdly working with the
bilateral HIV/AIDS programs in Haiti, Jamaica, Guyana and the Dominican Republic. These
linkswill be strengthened and expanded, especidly in Option 2.

Education: There is potentid to create links to the educationa SOs in both Jamaica and
Haiti, snce al target pre-school and school-age youth. The regiona Centers of Excellence in
Teacher Traning (CETT) Initistive dso provides opportunities for creative linkages between
programs, and specificaly, to train and sengdtize teachersto HIV/AIDS issues.

d) Other Donorsand Donor Coordination

The HIV/AIDS campaign is one area in which there is strong coordinated action by the US
Government. USAID works closdy with the Centers for Disease Control (CDC), both
regiondly and bilaterdly, and the two agencies are developing a joint USG regiona drategy.
CDC's regiond office in Trinidad focuses on PMTCT, VCT, care and trestment, surveillance,
lab support, training, infrastructure building and some behaviord change communicetions.
The Hedth and Human Services Adminidration, Nationd Ingditutes of Hedth and
Department of Labor are dso engaged in relevant HIV/AIDS activities in the region.
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Besdes USG assdance, resources are coming into the region from other multilaterd and
bilateral sources. There are coordinating meeting, but the current rapidly changing Stuation
and lack of an effective entity to take leadership hamper the coordination effort. The CRP
HIV/AIDS program will coordinate closdy with the Globa Fund, the World Bank, and others
to increase efficiencies, enhance communication, ensure impact, and measure results.

Other donors include:

Global Fund to Fight AIDS, TB & Malaria: The Global Fund has aready approved severd
proposas from the region including Haiti, the Dominican Republic, Jamaica, Bdize, Guyana,
OECS regional, and CARICOM PANCAP regional.

United Nations. UNAIDS provides a catdytic function for resource mobilization and
coordination through nationd Theme Groups and disseminates information. UNDP,
UNICEF, UNESCO, PAHO and the ILO all have activities related to their areas of interest.

World Bank: The World Bank “Multi-Country HIV/AIDS Prevention and Control Adaptable
Program Lending for the Caribbean Region” has US$155 million avalable for lending.
Barbados, the Dominican Republic, Jamaica and . Kitts & Nevis have dready received
substantial loans.  Others are being negotiated.  Support to Guyana and Haiti has been
converted to grant terms and a grant has been made to CARICOM/PANCAP.

The Inter-American Development Bank and the Caribbean Development Bank are aso
including HIV/AIDS in ther programs.

Among the bilatera donors, the European Union, Canada (CIDA), United Kingdom
(DFID), Germany (GTZ) ae dl providing sgnificant funding to HIV/AIDS programs in the
region, including support for CAREC. USAID is patnering with CIDA in support for the
CARICOM initiative addressing human and legd rights.

e) Assumptions & Risks
The following fundamentad assumptions support the activities that will be implemented under
the Regl ond Strategic Objective:

Governments, policy makers, stakeholders in the region remain committed to fighting
the HIVV/AIDS epidemic.

Exogenous factors (natural disasters, civil unrest, etc) do not increase the basdine of
hedlth risksin the region, or divert resources from the HIV/AIDS campaign.

The socid 'space to work with target high risk/sengitive populations does not narrow.

There is adequate supply of ARVs and other HIV/AIDS rdated commodities
(condoms, test kits, etc.).

f) [llustrative activities & partners
Some illugtrative activities are described in the Results Framework narretive for each option.
Key patnerswill indude:

CARICOM PANCAP: CARICOM formdly egablished the “PanCaribbean Partnership on
HIV/AIDS (PANCAP) with its own Secretariat in 1999. PANCAP put in place a regiond
five-year drategy cdled the “Caribbean Regiond Strategic Plan of Action for HIV/AIDS
1999-2004" and provides the overdl politica leadership, drategic planning, and coordination
of aregiond response to addressing HIV/AIDS issues in the Caribbean.
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The Caribbean Epidemiology Center (CAREC), based in Trinidad and Tobago, is a
specidized agency dffilialed with PAHO and acts as the “public hedth watch dog” for the
region. It has a regiond programn that focuses primarily on drengthening regiond and
country-level  survelllance, building laboratory capacity, and providing technica support to
countriesin the implementation of nationa Strategies.

The Caribbean Health Research Council (CHRC) promotes, supports, facilitates and
coordinates hedth research relevant to the needs of the people of the Caribbean, and advises
Caribbean Governments on hedth research matters. CHRC has played a criticd role recently
in facliteting the regiond harmonization of HIV monitoring and evauation indicaiors and
providing technica assstance at the nationa leve to improve monitoring and evauation.

Caribbean Coalition of National AIDS Program Coordinators (CCNAPC) represents the
Nationa AIDS Program Coordinators in 22 countries within the Caribbean. It is a peer-based
organization committed to improving quality Nationd AIDS Programs and to supporting
member Caribbean nations to reduce and mitigate the impact of HIV/AIDS in the region.

Caribbean Network of People Living with AIDS (CRN+) is a regiond non-governmentd
organization that represents people living with HIV and AIDS through effiliate organizations
in 17 countries in the Caribbean. Its gods are to share information, build capacity among
persons living with HIV/AIDS, and support HIV/AIDS advocacy.

3. Preliminary Performance Management Plan

Although not in USAID’s managegble interest under either option, two context indicators will
be tracked and reported:

Caribbean regiond prevaence rate

Country-level prevaence rates

For Option 1, three SO level program indicators are being proposed:
Percent of persons with knowledge of risk reduction behaviors

For Option 2, two SO leve program indicators are being proposed:
Prevadence among most-at-risk populations in target countries
Maintenance of low prevaence regiondly

Prdiminary IR-levd performance indicators are noted on the Results Framework charts for
eech option in Section 2. A full Peformance Management Plan will be developed
immediately after Srategy approval.

4. Estimated Resource Requirements
a) USAID

The base level of funding proposed for this objective is $18.5 million over five years. Four
Caribbean countries dso recelve dgnificant assstance under bilaterd programs (namely,
Guyana, Haiti, Jamaica, and the Dominican Republic). More optima funding will dlow the
program to go from cregting capecity to achieving red impact results as described under
Option 2.

b) Other Resources

The Centers for Disease Control is a mgor USG patner with USAID in combeating
HIV/AIDS. Bilaterd USAID programs are dso committing Sgnificant resources. The
World Bank has edtablished a $155 million lending facility for HIV/AIDS prevention and
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control in the Caribbean. The Globd Fund to Fight AIDS, TB & Madaria is dso providing
sgnificant resources and has gpproved gpplications from Haiti, Dominican Republic, Jamaica,
Bdize, Guyana, OECS regiona, and CARICOM PANCAP regional. Most other mgor donors
are dso committing resources, including UN agencies, the IDB and CDB, EU, CIDA, DFID
and other bilaterd donors, aswell as private foundation.

) Start and End Dates

Subject to goprovd of the drategy, activity design and procurement planning will begin in the
second quarter of FY 2004. Current program activities will be mostly completed by the end
of September 2004 while initid agreements for activities under the new drategy will be
targeted for dart up by October 1, 2004. All activities will be completed and the dStrategic
objective will be achieved by the end of FY 2009.

20 PUBLIC VERSION



USAID Caribbean Regional Strategy — 2005-2009 Annexes

ANNEXES

Parameters Cable

Gender Analysis

Environmental Analyses — Biodiversity and Tropical Forests
Governance — Accountability, Corruption & Conflict
Mid-term Economic Outlook

HIV/AIDS Strategy

References

Summary Budget Scenarios

Acronym List

List of OECS Member States

List of CARICOM Member States

ACTIOMMOUO®P



